International 
Marketing Information 
Series 


44, 
“4 


Foreign Economic Trends 
and Their Implications 
for the United States 


NOVEMBER 1987 
GUYANA 


FET87-94 
Frequency: Annual 
Supersedes: 86-59 


PREPARED BY 
AMERICAN EMBASSY GEORGETOWN 


nT OF c 
ave Ny 


X if 
ak. 


U.S. DEPARTMENT OF COMMERCE 

International Trade Administration 

Washington, D.C. 20230 

Available by subscription from the Superintendent of Documents. GPO. Washington, D.C. 20402. Annual subscrip- 


tion, $49.00. Foreign mailing $13.25 additional. Single copies, $1.00, available from Publications Sales Branch, 
Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





ae 
KEY ECONOMIC INDICATORS 


In millions of U.S. dollars unless noted 


1987 
1984 1985 1986 Projections 


Domestic Economy 
Population (year-end, thousands) VOLS T8824 433-26 N/A 


Population growth (%) a/ 0.8 0.7 N/A N/A 
GDP in current dollars 444,3 459.4 Sst 342.5 
Per capita GDP, current dollars 568.1 583.0 647.0 N/A 
GNP in current dollars 396.8 402.1 448.1 Z290;33 
Per capita GNP, current dollars 506.6 S103 564.4 N/A 
GDP in millions of Guy dollars 1700 1964 2219 3425 

GNP in millions of Guy dollars 1518 1719 1936 2903 

% change in GDP in Guy dollars 16.8 L525 13/30 5453 
Consumer Price Index % change 252 Tu Bal N/A N/A 


Production and Employment 
Labor force (thousands) N/A 284 N/A N/A 
Public sector employment (thousanas) 78.1 74.9 Wiese N/A 
Industrial production as % of 
GDP at current factor cost L736 12/9 L667 2305 
Public sector current surplus/ -197.3 -55.2 -16.2 106.4 
deficit 
Public sector overall deficit -275.7 -158.4 -374.8 -1.8 
Public sector overall deficit 


as % of GDP ; 34.5 73.0 0.5 


Balance of Payments 
Exports (F.0.B.) b/ 
Imports (C.I.F.) b/ 
Current account balance 
Trade balance 
Direct investment 
MLT public external debt 
Arrears on public external debt 
Private commercial arrears 
Debt service paid 
Debt service paid as % of exports 
Scheduled debt service as 
% of exports 
Foreign exchange reserves (year-end) 
Average official exchange rate 
(x = US $1.00) r ‘ 10.0 


U.S.-Guyana Trade 
U.S. exports to Guyana (C.I.F.) 307 N/A N/A N/A 
U.S. imports from Guyana (F.O.B.) 39:53 N/A N/A N/A 
Trade balance -0.6 N/A N/A N/A 
U.S. share of Guy exports ($%) UG. N/A N/A N/A 
U.S. share of Guy imports ($%) 18.0 N/A N/A N/A 


Principal U.S. exports: machinery, transport equipment, chemicals and animal 
foodstuffs. 


Principal U.S. imports: metal ores, fish and shrimp and sugar. 


a/ Net natural increase (births minus deaths) less net migration. 
b/ Includes goods and services. 
c/ June 1986 figure. 


Sources: Government of Guyana Statistical Bureau, IMF and World Bank. 
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SUMMA RY 


Suyana's economy is hovering on the brink of recovery. Under 
President Desmond Hoyte, who took office in August 1985, the 
Government of Guyana has taken a number of steps to stimulate 
production and investment and has displayed a new interest in the 
role the domestic private sector and foreign investors can play in 
the battle for economic health. Thus, prospects for U.S. 
investment in Suyana have improved considerably; however, those 

for U.S. trade with Guyana remain bleak, at least in the near term. 


Suyana suffers from a critical shortage of foreign exchange. One 
result has been the Sovernment's imposition (over a decade ago) of 
a strict import licensing system and exchange controls. In 
general, import licenses will be approved only for "national 
priority" items, such as spare parts. Many consumer items are 
either officially banned or in short supply in the official 
economy, which has led to a boom in black market activity, 


financed by illegal exports of gold, shrimp, diamonds, and other 
goods. 


Another outcome of Guyana's lack of foreign exchange has been the 
intensification of the dedt problem. Long unable to make debt 
service payments as scheduled, Suyana has fallen into serious 
arrears on loans from multilateral and bilateral sources and on 
payments for private and public commercial purchases. Guyana's 
arrears have made it no longer eligible for aid from major donors 
like the International Monetary Fund (IMF) and World Bank. It is 
likely that only the conclusion of a structural adjustment 
agreement with the IMF and subsequent Paris Club rescheduling 


would resolve Guyana's debdt proolem and trigger substantial flows 
of foreign assistance, 


Real GDP grew only very slightly in 1936 and still nas not 
reattained levels achieved in the mid-1970s. The performance of 
the sugar and bauxite industries -- Guyana's major exporters and, 
after the Central Government, the two largest employers -- was 
disappointing last year, although both should operate at a profit 
in 1987. In fact, Guyana's state-owned corporations are expected 
to earn profits totaling the equivalent of $95 million, sufficient 
to allow the public sector to run a surplus in its current account 
for the first time in at least 10 years. As for the private 
sector, the Sovernment has proposed, but not yet enacted, a number 
of tax incentives and is working on the draft of an investment 
code specifically intended to attract foreign private investors to 
Guyana. One indication of the vastly improved investment climate 
is OPIC's March 1987 approval of insurance for an American 
investment in Guyana, the first new approval in a decade. 


BEST COPY AVAILABLE 





= 
CURRENT ECONOMIC SITUATION AND TRENDS 


ECONOMIC GROWTH 


Real SDP growth (at factor cost) measured only 0.3 percent in 

1986, which represented a slowdown from performance during the 
previous 2 years (2.1 percent in 1984 and 90.9 percent in 1935), 

but was still a significant improvement over the severe economic 
decline registered in the early 1980s. The Government of Guyana 
hopes to achieve real growth of 3 percent in 1987, based on 
projected increases in the production of rice and in manufacturing. 


Official figures for GDP are likely underestimates. Government 
Statistics do not cover the expanding parallel market and are 
compiled using outdated accounting procedures. Likewise, 
inflation is probably understated by the exclusion of the many 
consumer items available only on the black market. Inflation in 
1985 and 1986 is widely thought to have been about 30 percent per 
annum and is expected to run as much as 60 percent in 1987. The 
Government of Guyana does not publish unemployment figures; 


however, the rate of unemployment and underemployment combined is 
believed to fluctuate between 25 and 35 percent. 


MAIN PRODUCTIVE SECTORS 


Sugar: Sugar production increased by 1 percent in 1986, froma 
total output of 243,000 metric tons in 1985 to 245,440 metric 
tons. This production level was the highest since 19833, but 
failed to meet its budgeted target by about 6 percent. The first 
of the two annual sugar crops yielded 124,475 metric tons, the 
highest production level for a first crop since 1978. The second 
crop was plagued by heavy unseasonal rainfall and by numerous work 
stoppages, a recurring and expensive problem in Guyana's sugar 
industry. The production target for 1987 is 240,000 metric tons, 
and it is uncertain whether it can be met. The first crop, closed 
in May, had disappointing results. Only 93,640 metric tons of 
Sugar were produced. Low output was the consequence of drought 
during the growing season, coupled with heavy rains at harvest 
time. 


The triumph last year for the Guyana Sugar Corporation (GUYSUCO), 
the state-owned company that controls sugar production and sales, 
was a return to profitability for the first time since 1980. 
GUYSUCO recorded a before-tax profit in 1986 of some 20 million 
Guyana dollars, which allowed the corporation to distribute profit 
shares to its workers for the first time since 1974. The reasons 
behind this financial turnaround include: %SUYSUCO's efforts to 
cut costs; an improved price from the EEC, to which Guyana exports 
the bulk of its sugar; a quintupling of sugar sales to the 
Caribbean Community (CARICOM) nations; and a 225 million Guyana 





re 


- 


dollar equity contribution by the Central Sovernment in 1985, that 
allowed the company to cover high interest bank overdrafts. 


GUYSUCO is expected to repeat its profitable performance in 1987, 
aided in large part by the January 1937 56 percent devaluation of 
the Guyana dollar. Almost 90 percent of the sugar produced in 
Guyana is exported, and sugar is the country's main net foreign 
exchange earner. According to the Governor of the Central Bank, 
Sugar Orings in approximately 89 percent of the foreign exchange 
availasle to the Sovernment of Guyana each year. 


Nevertheless, sugar exports fell 13 percent in 1986, mainly due to 
the reduction in Suyana's J.S. sugar quota. The quota was cut to 
10,3920 tons for 1987, down from 20,592 tons in 1985-86 and from a 
high of 93,325 tons in 1975. In recognition that this trend is 
unlikely to reverse itself, and that the world market price for 
Sugar will probably never reattain previous levels, GUYSUCO has 
made a commitment to diversification. Steps taken include: 
closing of two sugar factories--the Leonora was closed last year 
and the Diamond will de shutdown later this year; the gradual 
reduction in sugar cane acreage to 98,143 acres in 1987 from 
136,213 acres in 1981, with a simultaneous reduction in acres 
harvested; the establishment of five new divisions within the 
corporation -- grain, livestock, aquaculture, root crop, and 
orchard crops -- to reflect new production in those areas; and 
exoloration of the energy-producing potential of bagasse and 
ethanol. 


Bauxite: Last year was not good to GUYMINE, the parastatal that 
is Guyana's sole producer and exporter of bauxite. Total output 
was down 8.5 percent from 19385, reaching only 1.47 million metric 
tons, according to figures provided by GUYMINE. Only metal grade 
bauxite showed an increase in output to 738,000 metric tons, while 
production of chemical grade bauxite fell 29.7 percent to 191,000 
metric tons; that of abrasive grade bauxite fell 46.6 percent to 
43,000 metric tons and that of refractory grade calcined bauxite 
decreased 5.8 percent to 444,000 metric tons. Rehabilitation work 
on the alumina plant, inactive since 19382, is slated to begin 
within the year as the crux of a modern trade triangle. The 
German Democratic Republic (GDR) will supply equipment and 
personnel to start up the plant; Guyana will sell the alumina 
produced to Brazil, which in turn will supply iron ore and 
manufactures to the GDR. A U.S. company has been asked to 
Supervise the rehadilitation, expected to take about 4 years to 
complete. Export earnings from dDauxite during the first three 
guarters of 1986 were $60.5 million, down 14.3 percent from the 
previous year. (Full year figures are not yet available.) 
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The overall downward trend in Guyana's bauxite exports is 
attributed to a number of factors: a worldwide fall in demand, 
resulting from the reduction of steel production; the availability 
of substitutes, such as manganese; and the success of Suyana's 
competitors, especially the People's Republic of China, in 
capturing markets, due to cheaper prices and Guyana's 
unreliability in meeting supply schedules. Guyana has lost about 
40 percent of the high-value calcined bauxite market since the 
late 1970s. Bauxite is, however, Guyana's principal medium of 
countertrade, and about $23.5 million worth was traded last year 
for Yugoslav buses and Venezuelan oil. 


Bauxite remains a net foreign exchange loser, due to high 
extraction and refining costs. The Green Construction Company, a 
U.S. firm, has a GUYMINE contract to remove the overburden, of 
which about 5 tons must be removed for every ton of bauxite 
produced. In addition, GUYMINE is a large and inefficient user of 
expensive imported fuel. The company also suffers from 
deteriorating plant and equipment. A $7 million World Bank loan 
to rehabilitate the bauxite industry was approved in 1986, but 
cannot be disbursed due to Guyana's arrears to that institution. 
GUYMINE is, however, making an attempt to branch out into other 
areas of production, namely, kaolin, gold, and silica sand. 


Rice: Rice was the major success story for Guyana in 1986. A 
total of 183,000 metric tons was produced, an increase of 17 
percent over 1985 levels. This jump was, however, the result of 
an increase in acreage sowed, rather than in average yield. Rice 
production, mainly in the hands of small, independent farmers, was 
affected last year by shortages of bags and twine during the fall 
harvest and of fertilizer and other inputs, as well as by 
inadequately maintained irrigation and drainage facilities. Rice 
farmers also complained of delayed payment for their deliveries to 
the government-owned Guyana Rice Milling and Marketing Authority. 
On the other hand, they will benefit this year from price 
increases ordered in February (normally, the rice price review 
takes place in August), from new equipment, such as the mobile 
rice dryer imported recently by the Guyana-Libya Agricultural 
Development Company, and from the increased availability of 
development bank funds both for imports and domestic expenses, due 
in part to a $3.8 million loan for rice mill rehabilitation from 
the Inter-American Development Bank (IDB). 


In 1986, the Guyana Rice Export Board, a state-owned entity, 
recorded a 31 percent increase in exports by volume, accompanied 
by the swelling of hard currency earnings from $1.75 million 
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the previous year to $6.5 million, despite a fall in the average 
orice received. Guyana increased its exports to CARICOM, 
particularly Jamaica, but the main reasons for the large rise in 
earnings were an increase of sales to the ESC from 7501 to 21,544 
metric tons and the Board's supply of 513 metric tons of rice to 
Nicaragua and Honduras under a contract from the World Food 
Program. While the export of rice by private individuals or 
companies is legally permitted, no such exports were sold in 19386. 


Gold and Diamonds: Most gold and diamonds mined in Guyana are 
smuggled out of the country, rather than sold to the Government, 
as is legally required. In an effort to stem this outflow, the 
Government mandated an amnesty for gold miners that ran from 
September through December 1986, during which miners could sell 
their product to the Gold Board without having to exhibit 
obligatory documentation. The Government increased in September 
1986 the price paid to gold miners to 14 times the second London 
Daily Fix, up from six times that price, and approved in June 1987 
a 20 percent foreign exchange earnings retention account for 
diamond miners, identical to that already enjoyed by gold miners, 
The result of these measures has been an increase in the amount of 
gold declared from 10,323 ounces in 1985 to 14,035 ounces in 19856 
and 4,124 ounces for first quarter 1987, as compared to 1,619 
ounces for first quarter 1986. Declarations of diamonds, however, 
fell from 11.9 million metric carats in 1935 to 9.4 million metric 
carats in 1936. The Government is interested in increased foreign 
investment in gold and diamond mining. Several foreign companies 
and governments have expressed interest and/or are conducting 
exploratory work, including the Brazilian company Noranda, and 
Cuban and North Korean organizations. In May 1987, two Canadian 
companies -- Golden Star Resources and Placer Development -- 
Signed an agreement with the Government of Guyana for gold 
exploration and exploitation. Under the terms of that agreement, 
Placer and Golden Star will initially hold 95 percent of equity, 
while the Government of Guyana will have the other 5 percent. 
Placer and Golden Star must sell enough of their production to the 
Gold Board to cover all local expenses, including taxes and a 5 
percent royalty, but may export the remainder. Golden Star 
estimates the productive potential of the area covered by the 
agreement at 200,000 ounces per year for 10 to 20 years. 


Other Products: As with gold and diamonds, an unknown, but 
probadly significant amount of shrimp is smuggled out of Guyana. 
For that reason, as well as due to some over-fishing, the fuel 
shortages of early 1986, and the lack of engines and spare parts, 
the production of shrimp in 1986, recorded at 3,454 metric tons, 
only marginally exceeded that of 1985 (3,410 metric tons). About 
60 percent of shrimp caught are exported, principally to the 
United States and to the CARICOM nations. 
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Suyana has just begun shrimp aquaculture, with the importation of 
6090 pounds of crawfish from Louisiana in June 1987; it plans to 
add Panamanian prawns later this year. Timber production, like 
that of shrimp, was hindered in 1986 by shortages of fuel, 
equipment, and spare parts. Overall production was 4.7 million 
cubic feet, down 5.9 percent from 1985, while exports earnings 
declined 9 percent to approximately $3.3 million. The more 
successful of the timber companies are those that are privately 
owned; the state-owned Demerara Woods continues to lose money, 
despite millions of dollars in foreign aid. The other state-owned 
timber company, Guyana Timbers, closed and put on the auction 
block in 1986, has still not been sold. The Government is 
reportedly interested in having a foreign company invest in that 
venture. Other principal products and exports of Suyana include 
wildlife, rum, textiles and garments, and refrigerators. 


BANKING AND INVESTMENT 


There are six commercial banks in Guyana, three of which are 
foreign-owned. Two are wholly controlled by the Government, which 
also runs a development bank and a mortgage finance bank. [In 
addition, there is the Bank of Guyana which has sole authority to 


approve the release of foreign exchange. Until February 1987, the 
commercial banks were not allowed to hold foreign exchange. That 
month, the “open windows" proposed in the Government's 1987 budget 
message were inaugurated. Designed specifically to attract hard 
currency that would formerly have gone to the black market, the 
open windows currently offer a rate of 21 Guyana dollars to $1.00, 
as Opposed to the official rate of ten to one, as well as 
Similarly competitive rates for the Canadian dollar and British 
pound. Bankers estimate that the windows pull in an average of 
$100,000 per week or about half the foreign exchange circulating 
in Guyana. 


All commercial banks suffer from excess liquidity and have imposed 
caps on deposits. While deposits grew around 23 percent in 19386, 
the number and amount of loans made decreased, resulting in 
surplus funds equaling $140 million at the current rate of 
exchange, according to one banker's estimate. The root of the 
problem is the dearth of viable investments being made. The 
foreign banks are also finding it difficult to cope with their 
inability to expatriate their profits. One of these, the 
sovernment of India-owned Bank of Baroda, closed its branch in 
Berbice in June 1987. Barclays Bank may pull out of Guyana before 
the end of this year. The Government has enacted a number of 
measures and proposed several more intended to encourage 
investment. For example, the Income Tax (In Aid of Industry) Act 
provides for tax holidays of up to 10 years for "developmental" 
investments and for deductions for capital and other expenditures 
related to investments in a number of industries. 
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Investors are generally allowed to retain a portion of any export 
earnings. Not yet enacted are 1937 budget proposals for tax 
allowances for exporters, agricultural land developers, and those 
who reactivate dormant factories. The Government also promised in 
this year's budget to draft a code covering foreign private 
investment. The code is still being worked on, with significant 
input from the local private sector, and is expected out before 
the end of the year. The Government also designated the Guyana 
Manufacturing and Industrial Development Agency, which falls under 
the aegis of the Deputy Prime Minister for Planning and 
Development, to function as a "one-stop" agency for foreign 
investors, providing essential information and assistance in 
cutting through red tape and obtaining approval for the proposed 
investment. 


Growth in both domestic and foreign investment in Guyana in the 
near future, including the rest of 1987, can be expected to be 
slow. The two most important factors behind this projected 
gradual pace are the shortage of foreign exchange and the lack of 
investor confidence. The scarcity of hard currency affects 
investors' decisions in several ways: it is the main reason 
behind the deteriorating and woefully inadequate infrastructure, 
manifested in numerous electrical blackouts, telecommunications 
breakdowns and a paucity of air and sea links to Guyana; it causes 
domestic investors to be unsure whether they will be able to 
obtain funds for necessary imported inputs and foreign investors 
to worry over repatriation of profits, dividends, and their 
original capital; and it makes only investments in 
export-producing sectors profitable in any real sense. While the 
business climate has been buoyed by government declarations of 
encouragement and respect for the private sector and President 
Hoyte's statements that there will be no nationalizations, 
investors are still wary and want others to test the waters before 
they jump in themselves. Guyanese continue to exhibit a 
preference for currencies other than their own and, in many cases, 
for life in other countries. The high rate of emigration is both 
an effect and a cause of low economic expectations: the large 
percentage of more skilled and better educated emigrants took 
their money with them, while neither they nor those planning to 
leave will invest in a country they have already at least mentally 
abandoned. 


BALANCE OF PAYMENTS 


The Government of Guyana hopes to reverse the negative trend in 
the balance of payments in 1987, although it still anticipates a 
deficit. The projected 1987 trade balance of -$17.9 million and 
current account balance of -$92.0 represent an improvement over 
1986 figures. The Government based these figures on an expected 
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increase in exports, due to both the promotion of nontraditional 
exports and the January 1387 devaluation that should make Guyana's 
products more competitive on the world market. 


Official balance-of-payments figures do not take account of trade 
on the parallel economy. Just as millions of dollars worth of 
goods are illegally exported each year, other millions worth are 
smuggled in, especially from Suyana's South American and Caribbean 
neighbors, as personal gifts, then sold on the black market, or 
are imported under "no funds" licenses, on which the recipient 
certifies, often inaccurately, that the foreign exchange used for 
purchase does not have a Guyanese source. Reportedly the value of 
"no funds" licenses issued in a single month has reached as high 
as $17 million. 


FOREIGN DEBT AND FOREIGN AID 


Guyana's foreign debt began to be a problem in the early 1930s, 
when both GDP and exports declined rapidly. The Government found 
itself unable to make debt service payments, resulting in 

an explosion in the size of arrears, estimated to nave surpassed 
the value of the debt itself during 1936. The International 
Montary Fund (IMF) declared Guyana ineligible to draw on its 
general resources in May 1985, while the World Bank put Suyana on 
nonaccrual status in December 1936. Other international donors 
from which Guyana may no longer receive aid because of outstanding 
arrears include the United States, the United Kingdom, and the 
Caribbean Development Bank. Nonpayment of dues has rendered 
Guyana ineligible to vote in such fora as tne International 
Telecommunications Union and the International Labor Organization. 


The Government of Guyana has stated many times its intention to 
pay its debts. This policy was reiterated quite forcefully by 
President Hoyte in his 1987 May Day speech, in which he termed 
repayment a question of national nonor. [ne bulk of Suyana's debt 
is long-term loans from bilateral and multilateral sources, 
extended at concessional rates of interest. In June 1937, tne 
Minister of Finance announced that Guyana's priorities for debdt 
repayment are, in descending order, tne multilateral lenders, tne 
foreign commercial banks with which Guyana has deferment 
agreements, nationalization payments, and the liquidation of 
commercial arrears. 


Private commercial arrears have almost tripled since 1930, as a 
result of the foreign exchange crunch. The Bank of Guyana created 
an “External Payments Deposit Scheme" in 1973, under which 
Guyanese firms owing money abroad deposit in the Central Bank the 
local currency equivalent of their debt, then await the release of 
Foreign exchange. Only a handful of these debts have ever been 
paid. This deposit system leaves foreign commercial creditors 
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with no way of recovering these debts in the foreseeable future, 


since they have passed to the Sovernment, which enjoys sovereign 
immunity from lawsuits. 


Guyana's principal sources of foreign aid are Canada, the EEC, UN 
agencies, the Inter-American Development Bank, and Japan. In 
19387, Suyana will receive from the United States $4.4 million in 
wheat under a PL-430 program and $3.2 million in soybeans and 
dairy products provided as compensation for the reduction in the 
U.S. sugar quota. (Food aid is not covered by the statutory 
prohibitions in the Foreign Assistance Act that make Guyana 
ineligible for any project or program assistance until its arrears 
are paid.) 


IMPLICATIONS FOR THE UNITED STATES 


TRADE 


Guyana's major trading partners are the Jnited States, the United 
Kingdom, the EEC (excluding the United Kingdom), the CARICOM 
countries, and Venezuela. The last supplies all of SGuyana's fuel 
imports, which make up about one-third of total imports, under an 
April 1986 bilateral oil-for-bauxite agreement. 


U.S. companies wishing to export to Guyana are advised to operate 
On an irrevocable letter-of-credit basis or, where possible, to 
request payment in advance. The scarcity of foreign exchange has 
meant that even some U.S. firms with long-established business 
ties to Guyana or those that supply vital imports sometimes have 
not been paid for shipments. Some American companies have been 
able to recover a portion of their blocked funds through 
countertrade arrangements involving the purchase of Guyanese 
goods. However, the Embassy does not recommend countertrade 
except in unusual circumstances. 


The best business opportunities for American companies lie with 
those Guyanese individuals or companies that enjoy foreign 
exchange retention rights. In general, this privilege is granted 
to those that export outside the Caribbean, including gold and 
diamond miners, shrimp exporters, rice millers, private 
sawmillers, Demerara Distillers, Banks DIH (the largest private 
company in Guyana), SUYMINE, and GUYSUCO. For example, GUYSUCO 
bought 267 head of Holstein cattle from a U.S. source in December 
1986 and is currently negotiating the purchase of 500 more, while 
GUYMINE signed a $4.3 million agreement with Caterpillar Americas 
in January 1987 for the purchase of eight large earthmoving 
Machines and spare parts. Other excellent opportunities are those 
linked to UN and Inter-American Development Bank loans, 
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where American companies run no risk of nonpayment. These 
opportunities are widely publicized in the United States by the 
Department of Commerce, and interested companies must then submit 
bids to the project executing agency or tne Ministry of Finance. 
This year, the ID3 invited tenders for clearing and excavating 
work and for the supply of equipment related to its $7.2 million 
loan for the rehabilitation of drainage and irrigation systems at 
Black Bush Polder, an agricultural area, 


INVESTMENT 


As noted earlier, the investment climate in Guyana nas improved 
dramatically. The Government is actively soliciting new, 
productive investment, especially foreign private investment. 
While joint ventures are preferred, the Government allows 100 
percent foreign ownership. In the absence of an investment code, 
interested companies must negotiate individually with the 
Government on such benefits as the length of tax holidays and the 
percentage of foreign exchange retention, as well as on such items 
as the size, location, and duration of natural resource 
concessions, if any. 


Because of Suyana's critical shortage of foreign exchange, only 
investments in export-producing enterprises will be profitable for 


foreign investors; similarly, investments in oil, gold, or diamond 
exploitation offer the advantage of assured export sales, althougn 
production is less certain. The Government is especially 
interested in investment in these last three areas. While they 
are potentially lucrative for Guyana, the country does not possess 
the expertise or the funds to conduct the expensive preliminary 
investigative work. Oil is not currently produced, and gold and 
diamond miners focus on the easier to reach alluvial deposits. No 
large-scale gold or diamond mines are operating in Guyana today. 
In 1936 the Sovernment ran seminars in Houston and London to 
oromote oil prospects offshore, the seed for ongoing negotiations 
on a production sharing agreement between the Government and the 
London and Scottish Marine Oil Company, in association with the 
Texas-bdased Broken Hill Proprietary. The new Canadian investment 
in gold mining was discussed earlier. Several American companies 
have sent representatives to Guyana this year in connection with 
their interest in investing in either oil or gold, but no 
agreements nave yet deen reached. 


One promising area is contract manufacturing arrangements. 
Attractions for an American company include: the commonality of 
language, since Suyana is an English-speaking country; an educated 
work force (the adult literacy rate is over 94 percent); and low 
local wages. The miaimuinn daily wage for a puolic sector worker is 
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about US$2.40, supplemented by a monthly payment equaling 
US$10.00. A number of Guyanese manufacturers, primarily in the 
garment industry, have experience with Item 807 TSUS 

arrangements. (Item 807 provides for reduced duty treatment for 
the value of components manufactured in the United States, 
assembled abroad and then returned.) Although Suyana is eligible 
to participate in the Caribdbean 3asin Initiative, the Sovernment 
has not applied to join; therefore, Suyana is not eligible for the 
"Super 807" guaranteed-access program. 


Many Suyanese products are eligiole for reduced or duty-free 
treatment under the Generalized System of Preferences. [In 
addition, as a former British colony, Suyana is party to the Lome 
Convention and, as such, its products enjoy duty-free access to 
the EEC until at least 1939. American companies investing in an 
export enterprise in Guyana could benefit from both programs. 
OPIC offers insurance against war and expropriation for U.S. 
companies wishing to invest in Guyana, but has suspended issuance 
of insurance against inconvertivdility of currency. In March 1937, 
OPIC approved the insurance application of Mineral and Chemicals 
of Texas for the company's investment in silica sand mining, the 
first such approval for an investment in Guyana in over 10 years 
and a signal of renewed foreign investor confidence. 





~ Your Staff in Washingto 


Wouldn't it be nice to have a 
Washington staff to keep you 
up-to-date on all you need to 
know to steer your exporting 
business on the fast track to 
success? 

Have the next best thing. Have 
BUSINESS AMERICA, our 
biweekly business magazine 
designed especially for firms like 
yours—American exporters who 


want to grow, and American 
businesses ready to enter the 
lucrative world of exporting. 
BUSINESS AMERICA is 
more than a magazine. It’s 
virtually an exporter’s service. 
We give you country-by-coun- 
try marketing reports, incisive 
economic analysis, worldwide 
trade leads, advance notice of 
planned exhibitions of U.S. prod- 
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ucts worldwide, and success sto- 
ries of firms like yours. We'll 
keep you posted on what’s hap- 
pening in government and on 
Capitol Hill that could affect 
your business and your profits. 
A subscription to BUSINESS 
AMERICA will put our export- 
ing experts at your fingertips— 
we give the phone numbers of 
our authors in every issue so you 


can call with your specific ques- 
tions, and get the answers you 
need to make savvy exporting 
decisions. 


Put BUSINESS AMERICA to 
work for you. Use the order form 
below to start your subscription 
today. 


LS. DEPARTMENT OF COMMERCE 
International Trade Administration 


Mail to: Superintendent of Documents, U.S. Government Printing Office, 
Washington, D.C. 20402 


L1Yes! 


Name 


MWA MERICA 


I want to put BUSINESS AMERICA to work for me. Send me the 
next 26 issues (one year) for only $57 ($71.25 foreign). 


C] Charge my VISA or MasterCard No. 
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Here’s my check made out to the Super- 
intendent of Documents. 
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City State 
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A practical resource and reference guide 
to the latest developments in U.S. trade. 


This 290-page report from the l 936 
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includes: U.S. Foreign Trade 
¢ A bullet-point summary of trends in 


U.S. merchandise trade i lighlights 


¢ Commodity tables on trade with 84 
countries and 13 regions from 1982 
through 1986 
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A list of the top 50 export markets, ¢ WY %s 
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The top 35 deficit countries in U.S. 
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